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SUBJECT: EC COMMISSION POLICY ON STATE AIDS IN THE 
COMMUNITY 

REE: (A) 76 EC BRUSSELS 2041, (B) 77 BRUSSELS 15375, 

(C) BRUSSELS 5517 

1. SUMMARY: THE EC COMMISSION HAS SET FORTH ITS POLICY 
ON STATE AIDS IN A COMMUNICATION TO THE EC COUNCIL (SEE 
SEPTEL FOR ACCOUNT OF COUNCIL DISCUSSION ON JUNE 6). 

WHILE REAFFIRMING THE BASIC INCOMPATIBILITY OF STATE AIDS 
WITH A COMMON MARKET, IT PLACES COMPETITION POLICY WITHIN 
THE FRAMEWORK OF CURRENT ECONOMIC PROBLEMS, PARTICULARLY 
OVERCAPACITY AND THE DANGER OE PROTECTIONISM. THE 
COMMUNICATION IS THE FIRST WRITTEN CODIFICATION OF 
PRINCIPLES TO GUIDE EXCEPTIONS TO THE TREATY BAN ON STATE 
AIDS. IN THOSE CASES WHERE AIDS MUST BE ALLOWED FOR 
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SERIOUS ECONOMIC AND POLITICAL REASONS, THE COMMISSION 
STRESSES THE NEED TO OBTAIN VIABLE ECONOMIC STRUCTURES 
IN THE LONG TERM AND TO AVOID PRESERVATIONIST-TYPE 
SUBSIDIES AND SHIFTS IN BURDEN EROM ONE (EC) MEMBER STATE 
TO ANOTHER. AIDS FOR SPECIAL SECTORS SUCH AS STEEL OR 
TEXTILES SHOULD NOT RESULT IN CAPACITY INCREASES. THE 
COMMISSION FAVORS AIDS TO HIGH-TECHNOLOGY SECTORS WHICH 
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ARE SUBSIDIZED OUTSIDE THE EC. END SUMMARY. 

2. IN A RECENT COMMUNICATION TO THE COUNCIL THE EC 
COMMISSION SET FORTH THE PRINCIPLES WHICH IT INTENDS TO 
APPLY TO MEMBER STATE AIDS TO INDUSTRY. 

3. THE COMMISSION ACKNOWLEDGES THAT INDUSTRIAL 
DIFFICULTIES AND GROWING UNEMPLOYMENT HAVE PLACED THE 
MEMBER STATES IN A DIFFICULT POSITION OF TRANSITION AND 
THAT THIS HAS PRESENTED THE COMMISSION STATE AIDS OFFICIALS 
WITH SERIOUS POLITICAL PROBLEMS DURING THE PAST FEW YEARS. 
AT THE SAME TIME, THE TREATY RULES GIVE THE COMMISSION A 
CERTAIN FLEXIBILITY TO ACCEPT ECONOMIC AND POLITICAL 
REALITY. 

4. THE GUIDING PRINCIPLE OF THE COMMISSION'S POSITION,AS 
EXPRESSED IN ITS COMMUNICATION TO THE COUNCIL,IS THE 
GENERAL INCOMPATIBILITY OF STATE AIDS WITH THE PROPER 
FUNCTIONING OF A COMMON MARKET. NEVERTHELESS, AIDS CAN BE 
PERMITTED TO REMEDY SITUATIONS WHERE MARKET CONDITIONS: 

- BLOCK PROGRESS TOWARDS CERTAIN ECONOMIC AND SOCIAL 
GOALS; 

- REQUIRE AN UNACCEPTABLE AMOUNT OF TIME OR SOCIAL COSTS 
TO OBTAIN THESE GOALS; OR 

- LEAD TO CUTTHROAT COMPETITION WHICH ULTIMATELY LEADS TO 
LESS COMPETITION. 
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5. IN THIS VEIN THE COMMISSION APPROVES OF AIDS TO CORRECT 
SERIOUS REGIONAL IMBALANCES, TO PROMOTE NECESSARY ADJUST- 
MENTS IN CERTAIN INDUSTRIES, OR TO NEUTRALIZE THE DISTOR- 
TION OF COMPETITION DUE TO ACTION OUTSIDE THE COMMUNITY. 

6. THE CRITERIA WHICH THE COMMISSION HAS DEVELOPED TO DEAL 
WITH THESE PROBLEMS ARE AS FOLLOWS: 

(1) THE COMMUNITY DIMENSION SHOULD BE TAKEN INTO 
ACCOUNT IN ACTIONS BY MEMBER STATES - INDUSTRIAL 
AND EMPLOYMENT PROBLEMS MUST NOT BE TRANSFERRED 
FROM ONE MEMBER STATE TO ANOTHER; THERE MUST BE A 
REAL NEED FOR SUCH ACTION; ACTION MUST LEAD TO A 
RESTORATION OF LONG-TERM VIABILITY AND NOT PRESERVE 
THE STATUS QUO OR PUT OFF INEVITABLE CHANGES. 

(2) TO LESSEN THE SOCIAL AND ECONOMIC COSTS OF ADJUST- 
MENT, RESCUE OPERATIONS AND EVEN CONTROLLED 
OPERATING AIDS CAN BE INTRODUCED FOR STRICTLY 
LIMITED PERIODS. 

(3) AID LEVELS SHOULD BE PROPORTIONATE TO THE PROBLEM 
INVOLVED. 

(4) RATES AND AMOUNTS OF AID SHOULD BE DEGRESSIVE, 

LIMITED IN TIME, AND CLEARLY LINKED TO RESTRUCTUR- 
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ING. 

POLICY FOR SPECIFIC SECTORS 

7. REGARDING AIDS TO INDUSTRIES IN SERIOUS STRUCTURAL 
DIEFICULTIES SUCH AS STEEL, SHIPBUILDING, TEXTILES, AND 
SYNTHETIC FIBERS, THE COMMISSION HAS SOUGHT TO AVOID EITHER 
A PROLIFERATION OE PROTECTIONIST AIDS OR A DISORDERLY 
COLLAPSE OE THE INDUSTRIES, WHILE ENCOURAGING AIDS FOR 
ORDERLY ADAPTATION TO NEW MARKET CONDITIONS THROUGH EITHER 
AN ACTUAL REDUCTION OE CAPACITY OR THE AVOIDANCE OE 
UNDESIRABLE INCREASES IN CAPACITY. THE EOLLOWING 
PRINCIPLES HAVE BEEN ADOPTED BY THE COMMISSION FOR 
SECTORAL AIDS: 
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(1) AID SHOULD NOT HAVE THE SOLE EEEECT OE MAINTAINING 
THE STATUS QUO. PRODUCTION AIDS ARE INADMISSIBLE 
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UNLESS THEY ARE CONDITIONAL ON RESTRUCTURING ACTION 
AND ARE LIMITED IN TIME. 

(2) RESCUE OPERATIONS WHICH MAY BE NECESSARY TO PROVIDE 
A BREATHING SPACE SHOULD BE LIMITED TO CASES 
INVOLVING ACUTE SOCIAL PROBLEMS. 

(3) INVESTMENT AIDS SHOULD NOT RESULT IN CAPACITY 
INCREASES. 

8. THE COMMISSION IS IN PRINCIPLE POSITIVELY DISPOSED TO 

AIDS TO INDUSTRIAL GROWTH SECTORS, AND THE COMMISSION RAISES 
NO OBJECTION TO RESEARCH AND DEVELOPMENT AIDS IN THE EIELDS 
OE DATA PROCESSING, ELECTRONICS, AND AERONAUTICS. IT 
MAINTAINS THAT THE PRINCIPAL COMPETITIVE PROBLEMS IN THESE 
AREAS COME EROM INDUSTRIALIZED, HIGH-TECHNOLOGY COUNTRIES 
OUTSIDE THE EC (WHICH PROVIDE AIDS TO THEIR INDUSTRY). 
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9. FINALLY, THE COMMISSION CONSIDERS THAT CONCENTRATING 
MEMBER STATE EMPLOYMENT AIDS IN SECTORS EXPERIENCING SEVERE 
DIEFICULTIES BUT WITHOUT A FIRM ADJUSTMENT PLAN WILL ONLY 
TRANSEER THE PROBLEM TO OTHER MEMBER STATES. ALTHOUGH 
REGIONAL AIDS MAY BE LINKED TO SECTORAL AIDS, THE COMMIS- 
SION IS OPPOSED TO REGIONAL AIDS WHICH WOULD INCREASE 
CAPACITY IN A CRISIS SECTOR SUCH AS SYNTHETIC EIBERS OR 
SHIPBUILDING. 

10. COMMENT: ALTHOUGH COMMISSION COMPETITION OFEICIALS 
MAINTAIN THAT THIS COMMUNICATION CONTAINS NO NEW ELEMENTS, 
IT IS A EORMAL RECOGNITION BY COMPETITION OEEICIALS OE A 
SHIFT TO A MORE FLEXIBLE POSTURE. THIS HAS BEEN ADVOCATED 
EOR SOME TIME BY OTHER DIRECTORATES GENERAL, NOTABLY THAT 
EOR INDUSTRIAL AFEAIRS. AS A COMMISSION DOCUMENT IT 
REPRESENTS THE AGREED POLICY WHICH WILL BE EOLLOWED. 
ALTHOUGH THESE ISSUES HAVE BEEN DISCUSSED BY THE COUNCIL, 

THE COMMISSION, AND THE COMPETITION DIRECTORATE GENERAL IN 
PARTICULAR, IS EMPOWERED TO ACT DIRECTLY WITHOUT COUNCIL 
AUTHORIZATION AGAINST GOVERNMENTS WHICH IT BELIEVES 
JEOPARDIZE COMPETITION WITHIN THE COMMON MARKET. END 
COMMENT. 

1 1 . COMPLETE TEXT OE COMMUNICATION BEING SENT BY AIRGRAM. 
HINTON 
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